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Part I
Background

Authority for Audit

This report is based on an audit of the Colorado Republican Committee (CRC),
undertaken by the Audit Division of the Federal Election Commission (the Commission)
in accordance with the Federal Election Campaign Act of 1971, as amended (the Act).
The Audit Division conducted the audit pursuant to 52 U.S.C. §30111(b), which permits
the Commission to conduct audits and field mvestlgatlon e féany political committee that
is required to file a report under 52 U.S.C. §30104. Prigffg;conducting any audit under
this subsection, the Commission must perform an mtv:ew of reports filed by
selected committees to determine if the reports fi f' le ”t}}'*‘ a patticular committee meet the

threshold requirements for substantial compl’.: -c¢ 3w1th the ACE3S52 U.S.C. §30111(b).

r

Scope of Audit ¢
Following Commission-approved procedur. - l < \udlt saff evaluatedﬁ\. -Jasrisk
factors and as a result, this audit examined: .

. the recelpt of contrlbutlons ‘g;o“m _ Q

prohlblted

. the consistency " i -.-ported 1_-_;

. the completene.. - 15: and .
. tee oeratn;ﬁ 1. cessary lysheireview. o’

erati %la Legal Question
tement stabhshmg a Program for Requesting

The Commission com:%, 2y a vote of 6-0, that the Colorado rules of confidentiality
do not preclude the Commission from requiring CRC to report an outstanding debt and/or
obligation owed by or to CRC from its legal counsel under 52 U.S.C. §30104(b)(8) and
11 C.F.R. §104.3(d). The Audit staff informed CRC’s Counsel of the Commission’s
decision on CRC’s request. This audit report includes findings and recommendations
with respect to CRC’s failure to disclose outstanding debt owed to its legal
representative. (See Finding 4, p. 19.)




Limitations

CRC satisfied the minimum disbursement recordkeeping requirements of 11 CFR§102.9.
However, in response to the Internal Control Questionnaire (ICQ) presented by the Audit
staff at the beginning of the audit, CRC representatives identified a federal bank account
titled “Federal Transfer Account” but did not provide bank statements from the audit
period pertaining to that account. Without these. statements, the Audit staff could not
determine if federal activity related to this account was properly reported.




Part II
Overview of Committee

Committee Organization

Important Dates

e Date of Registration

February 17, 1976

e Audit Coverage

Headquarters

Bank Information

o - Bank Depositories

January 1, 2_1 - December 31, 2012

‘e Bank Accounts

Treasurer .

o Treasurer When Audit Was Conducted

e Treasurer During Period Cove cdlby,

obert Balink (5/9/201 1197201 5)
; lstmq‘ﬁi‘stm (6/10/2008%;

R
6/9/

$Westfall (8/1 SHWW—

Management Information

e Attended Commission Campalgn Fi 7:"_ hoe ‘k %

Seminar Sl . 4N

e Who Handled Acegtinti
Recordkeeping Fask

i
- s} e

cial Activity

. A _
Cash-on-hanti@ January 159011 @5 $ 70,571
Receipts '

o Contributions Tfom,IndividyZl 1,975,834

o Contributions fromgRe lmc tEommittees 61,630

o Transfers from Afﬁl'l %4 Other Party 8,332,317
Committees '

" o Transfers from Non-Federal Accounts 1,940
o Other Receipts 235,765
Total Receipts $ 10,607,486
Disbursements
o __Operating Expenditures 8,863,660
o Federal Election Activity - 1,374,497
o Refunds of Contributions 3,050
Total Disbursements $ 10,241,207
Cash-on-hand @ December 31, 2012 $ 436,850



Part III
" Summaries

Findings and Recommendations

Finding 1. Misstatement of Financial Activity

A comparison of CRC'’s bank activity with its most recent ar 5 ended reports prior to the .
audit revealed materlal mlsstatements in both 2011 and gj;fb? addition, a comparison

During audit fieldwork, CRC alsbs f \
documentation for a Republican R 1{( el C

, of Ai%n : Independent

Additionally, of the 3%&5 appeared to be independent expenditures, CRC did not
provide sufficient docurn€ntation pertaining to dissemination dates to verify whether
24/48-hour reports were required to be filed for the apparent independent expenditures
totaling $203,995. CRC also did not provide invoices associated with 77 direct mail
communications that contained express advocacy as defined under 11 CFR 100.22 (a) or

(b).

In response to the Interim Audit Report recommendation, CRC stated it disagreed with
the recommendation. CRC reiterated its belief that the communications at issue were not
reportable as independent expenditures because they were subject to the volunteer



material exemption. CRC further stated it has provided all such documentation in its
possession to substantiate application of the volunteer material exemption.

The Audit staff reexamined the documentation provided related to the volunteer materials
exemption for specific communications totaling $93,090 and determined the
disbursements were not independent expenditures. For the remaining'communications
(consisting of $110,905 and 77 mailers with no invoices) that CRC claims the volunteer
materials exemptions is applicable, the Audit staff again recommends that CRC provide
further evidence to support the application of the volunteer materials exemption to the
speclfic commumcatlons involved. The Audlt staff consnde the disbursements for

the information and PI'OPer classification ofez i
reported 28 expendltures totaling $5 812,4% ;

determmatlon pertaining to the RN
operating expense. '

gassociate the'!p%%ided invoices and
Prvide the final record associating all

the t%:n of records, the Audit staff considers

hents at 11 CFR §104.14(b)(1).

__"’W: greed to amend its dlsclosure reports for the applicable
period and disclosetieddéb¥owed to CRC’s former legal counsel. CRC stated it would
not amend its reports togdisclose the debt owed to its former get-out-the-vote (GOTV)
vendor due to the termination of the contract. CRC subsequently filed amended reports
to disclose debt owed to the two non-GOTYV vendors. Absent the filing of amended
reports to include the debt owed to the GOTV vendor, the Audit staff considers the matter
unresolved. (For more detail, see p. 19.) :

Report recomme--n




Part IV
Findings and Recommendations

| Finding 1.- Misstatement of Financial Activity

Summary

A comparison of CRC’s bank activity with its most recent amended reports prior to the
audit revealed material misstatements in both 2011 and 2012. In addition, a comparison
of CRC’s bank activity with its original reports for 2011 ¢ f\ﬂ" 012 also revealed material
mlsstatements In response to the Interim Audit Repo ;r;:}'o mmendation, CRC stated that

for 2011. As of the date of this report, howt .? -
the recommendations to correct the mlsstraé- '
to reconcile the cash balance on its most

; :( rially complied with

“eport.

ménts’and other rela%

Expense Account, an apparent

- nd disbursement activity
pense to the Interim Audit

onvention Expense
at this account was not

o Certain transaglions that .. uire itemization on Schedule A (Itemized Receipts) or
- Schedule B (It iz If- i irsements). 52 U.S.C. §30104(b)(1), (2), (3), (4) and (5).

Facts and Ana.lysis

A. Misstatement of Financial Activity— Most Recent Reports Filed Prior to the
Audit .

1. Facts
The Audit staff reconciled CRC’s reported financial activity with its bank records for
calendar years 2011 and 2012, The following charts outline the discrepancies



between CRC’s disclosure reports and its bank records. Succeeding paragraphs
explain why the discrepancies occurred.

2011 Committee Activity
Reported | Bank Records Discrepancy
Beginning Cash-on-Hand @ $71,745 $70,571 (3 1,174)
January 1, 2011 Overstated
Receipts $722,469 - $717,741 ($4,728)
Overstated
Disbursements $634,792 ($38,529)
Understated
Ending Cash-on-Hand @ $ 159,422 ($ 44,43))
December 31, 2011 - Overstated

N

The beginning cash balance was oversttﬂ- » ~1,174 and tl%fepancy is
OF10T period discrepancie

-~

The understatement of dlsbursements resu 'f;-H-_, - gbllowing:
e Transfers to non-federal‘ v« . "3, not repOrte-.! $35,805
e Disbursements not report.-.f Q\ N 2,448
e Unexplained difference & N 276
Understatement of Dlsbursem ents . ¥ $38.529
A

The overstategiui - ~ 1.
discrepanciek,-- .Vsburser ..
of receipts.

Ny

_ZOIrﬁ( u||||||ilu-c-%c,tlvn\ -
& b Y Bank Records” | Discrepancy
[ Begi Cash-on-lm@ $114,991 ($ 44,431)
Januarygi®2012 v | G : Overstated
Receipts_ -t $97678,749 $9,889,745 $210,996
b . h . Understated
Disbursements & . $9,422,685 $9,567,886 ($145,201)
. - Understated
Ending Cash-on—Haﬁ $415,486 $ 436,850 $21,364
December 31, 2012 Understated

2 Correct reportable activity includes an adjustment to the bank account for $9,146 itemized by CRC on
Schedule A (Itemized Receipts) to correct the cash balance as recommended in a prior audit of CRC. See
the Final Audit Report on the Colorado Republican Federal Campaign Committee, 2008 election cycle,
Finding 1 — Misstatement of Financial Activity, Audit Division Recommendation, page 8.



The understatement of receipts resulted from the following:

e In-kind contributions, not reported as receipts’ $162,099
e Receipts from an individual and a PAC, not reported 25,000
e Unexplained difference 23,897

Understatement of Receipts _ $210,996
The understatement of disbursements resulted from the following:

.o In-kind contributions, not reported as disbursements’ $162,099
e Disbursements in bank, not on reports 27,666
e Disbursements on reports, not in bank Q (13,336)
* Incorrect or duplicate disbursement amounts rep (23,228)
[ ]

Unexplained difference . (8.000)
Understatement of Disbursements ) % o,

. The $21,364 understatement of the endm€ -"r balance ﬂa ult of the reporting

discrepancies noted above

i

%lt disclosure reports to
ash balance on its most

ifot materially complied with the recommendations to
n 2012, noihas it made an adjustment to reconcile the cash

? The unreported in-kind transactions discussed above were for disbursements paid on behalf of CRC for

equipment and software licensing by the Republican National Committee (RNC) and the Republican
Party of Wisconsin (RPW). Both the RNC and the RPW reported these transactions as in-kind

contributions made to CRC.



B. Misstatement of Financial Activity — Original Reports Filed

1. Facts

During audit fieldwork, in addition to examining CRC’s most recent reports filed
prior to audit notification, the Audit staff compared CRC’s originally filed reports
with its bank records. The purpose of this additional reconciliation was to identify
the degree to which CRC had misstated its original filings.

The Audit staff calculated that CRC understated the sum of the reported receipts on
the ongmal reports ﬁled by $803,097 and the sum of t g,_;?n ; ported disbursements on

i qt,. disbursements on its
ed’copies of rel schedules
” CRC representatives asked

finding, but related that

any additional comments

endation, CRC stated it agreed with
gardfig Finding 1B but provided no further

— Unreported Bank Account

rké ( RC representatives provided bank statements and other
Bfor a bank account that was identified on the bank statements
as the Colorado Sta (.*‘" epublican Central Committee Republlcan National
Convention Expense Account (Convention Account).’ This account was maintained
at the same financial depository used by CRC for other federal and non-federal bank

4 Net disbursement adjustments identified in Section A above (Misstatement of Financial Activity - Most
Recent Reports Filed Prior to the Audit), totaling $9,686, were correctly disclosed on the original reports
in 2012.

As noted in the scope section of this report, CRC representatives also identified an addmonal federal
bank account in its written response to the Internal Control Questionnaire, but have not yet provided
bank statements or other documentation pertaining to this account to indicate whether there was
reportable activity during the audit period. See p. 2.
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accounts. The bank statements reflected thatthe Convention Account was active in
January 2012, although it had a zero balance until April 20, 2012, at which time a
deposit of $1,000 was made.5 Although CRC provided copies of bank statements,
deposit tickets and cancelled checks pertaining to this account, none of the receipts or
disbursements appeared to have been reported. For the calendar year 2012, the total
activity and the cash balance were as follows: receipts, $87,354; disbursements,
$86,428; and ending cash-on-hand, $926.”

In response to an Audit staff query, CRC’s Chairman (Chairman) explained that the
financial activity from this account did not need to be re °;T. since it was a bank
account that belonged to a separate legal entity identifi€éas the Colorado Chairman’s

Host Committee for the Republican National Co éﬁﬁo' (Colorado RNC Host) and
neither CRC or any of its officers or agents ma q;ﬁ_ pficontrolled that committee’s
activities. The Chairman also provnded a copy ¢ ticies of Incorporation that
reflected the Colorado RNC Host was ingg oxo texof Colorado as a Non-

“L-x'*.:; nts and promotlon it ’H:“‘“ﬁar.‘o r delegates and

st . } onnec y with the ‘5)1'_,41, R

statements and ot b mentationggiikewise}the,Chairman did not explain
why the bank stafément; incliie ' A republican Central
Committee, ifidicat uitholder oRghigaccount. Although
requested, CR@¥dic Sudiv taff to submlt a request to the bank to
confirm the Emp Ve nbific 21 (EIN) that was associated with this
accw;gid CRE 1. Jelanind d cume- Btion from the bank that would clarify
thi~ inatte: . "t

»w B "

again requested that CRC provide documentation from
taff authority to contact the bank to confirm the EIN

pertaining to the Elit the Colorado Chairman’s Host Committee for the
Republican National*Convention, but did not provide additional documentation from
the bank to verify that the Convention Account was assigned to this EIN.

¢ The next deposit into this account was not made until June 13,2012 ($5,250). The first debit (by wire)
occurred on August 10, 2012 ($10,000).

7 The tables and charts presented in Part A (Most Recent Reports Filed Prior to the Audit) do not mclude
an analysis of the Convention Account.

% The EIN is a unique nine-digit number that the Internal Revenue Service and other federal agencles use
to identify a business. Banks will not allow a business entity to open an account without providing an
EIN.
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The Interim Audit Report recommended that CRC provide additional documentation
to resolve the question of ownership and control of the Convention Account. To
support its position, CRC should have obtained pertinent bank documentation
confirming that the CRC’s EIN was not associated with the Convention Account and,
therefore, CRC was not required to report the financial activity associated with this
account.

3. Committee Response to the Interim Audit Report

In response to the Interim Audit Report recommendation, CRC expressed its

disagreement regarding Finding 1C. CRC stated that it has previously provided

documentation demonstrating that the account in ques as not controlled by CRC

and as such, was not an unreported federal accountERC’s position is that it has, by
gfe ?"' -“‘-_ not control the

documentation that confirms CRC was not . . i

the Audit staff considers thi unreso" N
Finding 2. Reporting of; patent Independent
Expenditures - -

Summary % ~
Durlng audit ﬁeldW"’% the A staff reviewed operating expendltures totalmg

% ;”I red to be mdependent expenditures, CRC did not
i ning to dissemination dates to verify whether
1Ied for the apparent independent expenditures

commumcatlon ) t,conta
(b). A}

'9 express advocacy as defined under 11 CFR 100.22 (a) or

In response to the Interim Audit Report recommendation, CRC stated it disagreed with
the recommendation. CRC reiterated its belief that the communications at issue were not
reportable as independent expenditures because they were subject to the volunteer
material exemption. CRC further stated it has provided all such documentation in its
possession to substantiate application of the volunteer material exemption.

The Audit staff reexamined the documentation provided during fieldwork related to the
volunteer materials exemption for specific communications totaling $93,090 and
determined the disbursements were not independent expenditures. For the remaining
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communications (consisting of $110,905 and 77 mailers with no invoices) that CRC
claims the volunteer materials exemptions is applicable, the Audit staff again
recommends that CRC provide further evidence to support the application of the
volunteer materials exemption to the specific communications involved. The Audit staff
considered the disbursements for radio advertisements for $153,900 to be independent
expenditures that also required filing of 24 hour reports totaling $32,164.

Legal Standard

A. Definition of Independent Expenditures. An independent expenditure is an
expenditure made for a communication expressly advocatingthe election or defeat of a
clearly identified candidate that is not made in cooperatig WT“ nsultation, or concert with,
or at the request or suggestion of, a candidate, a candjd ‘I”Gé’i authorized committee, or

C. Last-Minute Independent Expenditure Reports (24-Hour Reports). Any
independent expendltures aggregating $1,000 or more, with respect to any given election,
and made after the 20™ day but more than 24 hours before the day of an election, must be
reported and the report must be received by the Commission within 24 hours after the
expenditure is made. A 24-hour report is required each time additional independent
expenditures aggregate $1,000 or more. The date that a communication is publicly
disseminated serves as the date that the committee must use to determine whether the
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total amount of independent expenditures has, in the aggregate, reached or exceeded the
threshold reporting amount of $1,000. 11 CFR §§104.4(f) and 104.5(g)(2).

D. Independent Expenditure Reports (48-Hour Reports). Any independent
expenditures aggregating $10,000 or more with respect to any given election, at any time
during a calendar year, up to and including the 20th day before an election, must be
disclosed within 48 hours each time the expenditures aggregate $10,000 or more. The
reports must be filed with the Commission within 48 hours after the expendlture is made.
11 CFR §§104.4(f) and 104.5(g)(1).

E. Formal Requirements Regarding Reports and Statéi'%'nts Each pohtlcal
committee shall maintain records with respect to the -"f’ reqmred to be reported

filed reports may be verified, explained, clarified, St .
completeness. 11 CFR §104.14(b)(1).

3 Q"ch
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Facts and Analysis

A. Reporting of Apparent Independent Expenditures

1. Facts
During audit ﬁeldwork the Audlt staff reviewed disbursements to ensure proper
reporting. The Audit staff noted that CRC did not disclose any independent
expenditures on Schedule E, however, made apparent media-related expenditures
totaling $357,895 and disclosed them as operating expenditures. These
communications, as well as others that are not associated with invoices, were
identified as possible independent expenditures. Aﬁ down analysis of these
expenditures is as follows .

a. lndependent Expenditures Reporteﬁ:_ls'()pcl:l%ing Expenditures
(Associated Invoice Provided) .- *
CRC made nine apparent indc: 1. Jéht expenditures t -'I"'"' $357,895 that
were documented as follows:

i. CRC made six disbursemen - _ &2 pparent ndependent"ex-. nditures for
direct mail totaling $203,995 forg¥h _t;{“o" vided a cop@e direct

mailer with an ¢ 5;{1_‘; d invoice. e a lng to the Audit staff, each of

i %ndependent expenditures
rovided suppomng

In Assocl.m )

) ifferent direct mail communications that contained
express 'ebm, . v, as defined under 11 CFR 100.22(a) or (b). The
communications are as follows:

i. 72 direct mail communications contained language expressly
advocating the election or defeat of clearly identified candidates, as
defined under 11 CFR 100.22(a). _

ii.  Five direct mail communications contained language that encouraged
the reader to vote for Republicans and help repeal “Obamacare”, with
various reasons why Obamacare was bad for Colorado and/or
America’s economy. Based on the definition of express advocacy
under 11 CFR 100.22(b), these communications could only be

b. 'Indcpendent | \|{§nditurs Reported as Operating Expenditures (No
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interpreted by a reasonable person as advocating the election or defeat
of clearly identified candidates.

CRC did not provide sufficient information to allow each of the 77
communications to be associated with an invoice. Without this additional
information, the Audit staff is unable to calculate the disbursement amount
for each communication. (See Finding 3.)

¢. Volunteer Material Exemption -
In response to the Audit staff’s request during fieldwork for documentation
to support that volunteers participated in exexf pia t|V|ty, CRC provided
forms signed by 22 different mail processif ‘*o unteers. These forms

The mail piece section was Ieft blan
which a candidate’s last name wa;

edion the dates on the ]
forms, it appeared most of thix » .- unteer activity ocei%_jmmediately prior
to the 2012 General Election.’ VX

aplicability of the volumee@\aterials
ithefArizona Republican Party, the
6 the Tennessee Republican
gpized a lack of clarity
exemptlon The
ts-policy regardmg what

$ac %% lack of clarity exists

g e lunteer materials exemption, it follows
ﬁt"@ﬂdocu gritation needed to support volunteer
Inc o1

\the,uncertaih regard‘i?l’g the amount of volunteer involvement
\- - needed to qualif for%untccr materials exemption, as well as the
" iimount of docymentationi‘fequired to support such an exemption, the Audit
%@commen ded at the conclusion of fieldwork that CRC provide more
de -%nformn and documentation for any volunteer involvement
c

associate:’ ';ch mailer.

2. Interim Audit R€Bort and Audit Division Recommendation
At the exit conference, the Audit staff presented the schedule of disclosure errors for
independent expenditures. CRC representatives provided a listing of additional
invoice numbers and invoice amounts in response to the exit conference but did not
provide any copies of communications or further information that would allow the
available invoices to be associated with the copies of the communications.

® CRC has not claimed that any exemptions apply with respect to any expenditures dlscussed above such
as, for example, volunteer material exemption, slate cards exemptions, etc.
' Proposed Interim Enforcement Policy, Agenda document No. 10-16.
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The Interim Audit Report recommended that CRC:

¢ Provide additional invoices and/or information associating the 77 direct mail
communications containing express advocacy with an invoice; and

e Provide documentation and evidence that apparent independent expenditures
totaling $357,895 and the 77 direct mail communications containing express
advocacy, did not require reporting as independent expenditures. Evidence
should have included any documentation such as volunteer timesheets and
photographs to support the involvement of volunteers in the processing or
distribution of the communications noted above.

e Absent such evidence, CRC should have amendg

its reports to disclose these
disbursements as mdependent expendltures .__'gﬁ hedule E and submit revised

F

3. Committee Response to the Interim A
In response to the Interim Audit Report e S
with the recommendatlon CRC reiters fJJ ts behef that the cor umcatlons at issue

the location where the work '
CRC stated it had never been .

m{espect to thé%2volun
$933¢10. the Audit statdghas ree

with suc d in past audits. As a result, these disbursements are not
considered i penditures. For the remaining communications (consisting
of $110,905 an mailers without invoices) that CRC claims the volunteer

materials exemptn fisiiapplicable, the Audit staff again recommends that CRC
provide further evidence to support the application of the volunteer materials
exemption to the specific communications involved. Such evidence will assist the
Commission in determining if the volunteer materials exemption is appllcable to
these communications.
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B. Failure to File 24/48 Hour Reports for Apparent Independent Expenditures

1. Facts

In addition to not reporting any independent expenditures during the audit period,
CRC also did not file 24 or 48-hour reports for any independent expenditures.
Therefore, the apparent independent expenditures identified above by the Audit staff
may also have required such a filing.

2. Interim Audit Report & Audit Division Recommendation
At the exit conference, the Audit staff provided CRC with.a schedule of possible

. undisclosed 24/48-hour reports. CRC representatives@%ot offer any comments
regarding this matter.

The Interim Audit Report recommended that , do ntatlon and evndence that

the date of publlc dissemination for each 5&}% I umcat!% to

ommunications at issue
Ca\ were subject to the
exd d not believe any 24 or 48-

--~aling $4%0,905 as ‘well as the 77 direct mailers without
. < as independent expenditures and may require 24 or 48-

| Finding 3. ReehEs ﬁeeﬂn& for Communications

Summary

During audit fieldwork, the Audit staff reviewed disbursements to verify the accuracy of
the information and proper classification of transactions disclosed on reports. CRC
reported 28 expenditures totaling $5,812,448, on Schedule B, Line 21b (Operating
Expenditures) with purposes of “direct mail,” “direct mail advertising” or “party direct
mail.” Documentation that was provided by CRC was insufficient to make a
determination pertaining to the purpose for these disbursements and verification as an
operating expense. :
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In response to the Interim Audit Report recommendation, CRC stated it disagreed with
the recommendation and explained it provided all the requested documentation in its
possession in a series of letters, USB thumb-drives and online file site links to the Audit
staff. CRC indicated that it was working to associate the provided invoices and
communications with each other and would provide the final record associating all
communications with invoices. Absent the provision of records, the Audit staff considers
the matter a violation of the recordkeeping requirements at 11 CFR §104.14(b)(1).
Legal Standard

A, Formal Requirements Regarding Reports and Sta a‘ nts. Each political

filed reports may be verlﬁed explamed clarified.
completeness. 11 CFR §104.14(b)(1).

B. Preserving Records and Copies of :
must preserve all records and copies of reportsg
U.S.C. §30102(d).

Py

Facts and Analysis

A. Faets

" CRC’s reporting¥of these amounts as operating expenditures. The Audit staff

requested copies of the invoices and the associated direct mail piece for each of
the disbursements. To date, these invoices or other information to associate the
payments to a particular communication have not been provided.
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ii. Disbursements- Invoices Provided — Not Able to Associate with Copies of
Communications ($3.656,033)

Disbursements totaling $3,656,033 were paid to direct mail vendors and were
disclosed on Schedule B with purposes of “direct mail,” “direct mail advertising”
or “party direct mail.” For these disbursements, CRC provided invoices but did
not provide information about the related mail communications. Without
sufficient details, the Audit staff is unable to verify CRC’s reporting itemization
of these amounts as operating expenditures. The Audit staff requested
information that would allow an association between the invoice and the -
communication, however CRC has not responded %ns request.

B. Interlm Audit Report & Audit Division Reco
At the exit conference, the Audit staff presented a ¢k
which further records were necessary to verify h
Audit staff again requested that CRC prowd : ri,lgt‘,t' i

dation

I. «- the disbursements for
scuracy O{€RC’s reporting. The
ional invm u_ mformatlon that

g ate the provnded invoices and communications
toyide the final record associating all communications with
e omplete Absent the provnsmn of records, the Audit

§104.14(b)(1). <
l Finding 4. Failure to Itemize Debts and Obligations |

Summary

During audit fieldwork, the Audit staff noted that CRC failed to disclose debts and
obligations owed to three vendors totaling $235,968. In response to the Interim Audit
Report recommendation, CRC agreed to amend its disclosure reports for the applicable
period and disclose the debt owed to CRC’s former legal counsel. CRC stated it would
not amend its reports to disclose the debt owed to its former get-out-the-vote (GOTV)
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vendor due to the termination of the contract. CRC subsequently filed amended reports
to disclose debt owed to the two non-GOTYV vendors. Absent the filing of amended
reports to include the debt owed to the GOTV vendor, the Audit staff considers the matter
unresolved.

Legal Standard .

A. Continuous Reporting Required. A political committee must disclose the amount
and nature of outstanding debts and obligations owed by or to the reporting committee
until those debts are extinguished. 52 USC §30104(b)(8) and 11 CFR §§104. 3(d) and
104.11(a).

owed by or to the committee, together with a statep: . ining the circumstances and
conditions under which each debt and obligationswas¥incurrédie
§104.11(a).

I

B. Separate Schedules. A political committee mustg-{ « ~.r-arate schedules for debts

C. Itemizing Debts and Obligations.
e A debt of $500 or less, not mcludmg reH] salary ‘__e gt occurring

60 days

next regularly scheduled CpOrtigin,
e Regularly recurring admlms--atlve EXI'- -+, like'Tet, do not have to be treated as
debts until paym '_ " <

A. Facts - '

During audlt ﬁeldwork the Audit staff used available dlsbursement records to reconcile
the accounts'' of three CRC vendors. This review identified debts owed to these three
vendors totaling $235,968 that should have been disclosed on Schedule D.'2

The reconciliation consisted of calculating invoiced and paid amounts for individual reporting periods in
the 2011 — 2012 election cycle. The Audit staff then determined whether outstanding debts were
correctly disclosed on Schedule D. Each debt amount was counted once, even if it required disclosure
over mult|ple reporting periods.

12 There was no debt reported during the audit period for any of these three vendors.
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One of the vendors provided legal services and had debt outstanding at the end of four
reporting periods totaling $100,197, including an outstanding balance at the end of the
audit period of $13,541. A second vendor that provided accounting services had an
outstanding balance at the end of one reporting period for $2,284, but did not have an
outstanding balance at the end of the audit period. The last vendor had debt outstanding
at the end of the audit period of $133,487 that pertained to the unpaid balance of a
contract for a GOTV program. '

B. Interim Audit Report & Audit Division Recommendation
At the exit conference, the Audit staff discussed these disc Sure errors with CRC

reported. CRC representatives disagreed with the Ayg
respect to the disclosure of debts owed to the vendof )

payment. CRC contended the disclosure w;
privileges.”” CRC representatlves also dis:

vendor. CRC stated
f the contracted services

nded that CRC provide documentation demonstrating
Xpend] 3 not require reporting on Schedule D. As for the
GOTVp T 3u terlm udit Repoit further recommended that CRC

: af §iHave submitted documentatron such as a s1gned letter to the
vendor, e-marls or teleg “1;»" ) logs regarding the termination. Absent such documentation,
the Interim Audit Report'recommended that CRC amend its reports to disclose these -

. debts and obligations.

C. Committee Response to the Interim Audit Report

In response to the Interim Audit Report recommendations, CRC stated that, given the
Commission’s determination that the amounts owed to CRC’s former counsel were not
privileged from disclosure, CRC agreed to amend its disclosure reports for the applicable
period and disclose the debt owed to CRC’s former legal counsel. CRC stated it would

13 See Part 1 Background, Commission Guidance at p. 1.
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not amend its reports to disclose the debt owed to its former GOTV vendor due to the
termination of the contract. CRC provided the previously submitted unsigned
termination létter but did not submit any documentation related to debt for any services
prior to termination of the contract. CRC subsequently filed amended reports to disclose
debt owed to the two non-GOTYV vendors. Absent the filing of amended reports to.
include the $133,487 debt owed to the GOTYV vendor, the Audit staff considers the matter
unresolved.




